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Competitive Threats Pased by American Express
H. Eugene Lockhart, President and Chief Executive Officer

TOPIC

Discuss the potential imcact of recent developments in Amerncan Exprass actvities
werldwide.

ACKGROUND

Racent events initizled oy AMEX have ihe sotenuzito zrange the compettiva
iandscaoe faced 5y MasierCard memce:s.

These zvenis inciude. 2ut are not imited to, the fcllowing:

AMEX aggresswvely soiiciting Mast=rCarc members in all reqiors, oftenng an
alternaive brand soluticn in mempers’ card penfolics

AMEX card strategies that encrgach nto traditional bankcard positionirg.
- Revoiving Credit Carcs (Optima True Grace)
- T&E-onenied co-branaed cards (Defta Sky Miles, Hilton)

Growth into selected imternatcnal markets Ly partnenng with local banks {many of

whom are MasterCard mamtars) 'a issue AMEX cards in tocal currencres:
- Regorted 12 have 10 card-issuing agreements with banks and non-tarks

Reports that Visa's Board could pass a by-law prohibiting its members from issuing
competitrve brand card products

» Rumors of merger discussions belween a major financ:al conglomerate and AMEX

ANALYSIS

In 1995, AMEX earned 51 5 billion on a revenue base of $15.8 billion, an increase of
11% w net income from the pravious year. Despite this strong record ot performance
from continuing operations. the company may be at a straiegic cross-road in defining
future growth strategies. The Nidson Report (January 1996 tssue) forecasts that the
compary could go trom a markel share of 23% in 1386 1o 2% by the year 2005 in the
area clt global brand, general purpaese, credit and debit cards.
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AMEX's recent activites suggest exolicit stratagies focused at addressmng current

weakngsses, namely

* Aggressive expans.on of acceptance
= Selectad internationa’ market penetration
Defensiv2 protection of a weakenin corparaie/business sagment

« Lifestyle trends away from s core prestige segment.

SBoard members are askea to consider the following issues in preparatcn lor the
discussion at the mealing

» YWhat s the magriluce of this compettive threat?
* Are pre-emplva aciens 2pprepnaie. and i sa. what types of action ™
Shouid manacement deveiop an explict positicn on thesa types ol market svents?

NEXT STEFS
The Global Boara memcers zre asked o Fravide lheir views and comments on tha
anove, including pctential MasterCard responses, if any.
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